(féropiljﬁn_e

Pakistan Equity | Strategy

Sep 24, 2024
REP-057

Record Corporate profitability in FY24
Earnings up 25% YoY; Dividend Up 30% in FY24
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- KSE 100 index companies posted highest ever earnings of Rs1.7trn up 25% YoY in FY24 vs

Banks, Fertilizers and Cement Sector posted highest growth

Sectors 4QFY24 4QFY23 YoY QoQ FY24 Y23 Yoy Rs1.3trnin FY23. In USS terms, PAT increased 10% YoY to USS$5.8bn in FY24.

Banks 133,088 128,579 4% -10% 591,243 436,676 35% - This growth in earnings is majorly contributed to by Banking sector (+35% YoY), Fertilizer
E&Ps 88,623 103,054 -14% -13% 439,340 415,238 6% sector (+75% YoY), and Cements (+38%) in FY24.

Fertilizer 41,212 21,264 94%  -8% 167,839 96,079 75% = Banking sector’s earnings increased by 35% YoY to Rs591bn (36% of the total KSE-100 index
Power 26,464 27,577 -4% 14% 92,610 75268 23% profitability) in FY24, primarily driven by higher Net Interest Income (NIl) amid higher
Cements 23,630 6,745 250% -16% 114,630 83,165 38% interest rates.

Foods 15822 13,303 1% 3% 53,602 53041 1% = Similarly profitability of the fertilizer sector increased by 75% YoY to Rs168bn (10% of total
Automobile 10,495 7,502 40% 23% 34,223 17,626 94% KSE-100 index profitability) in FY24, amid higher Urea and DAP offtake by 2% and 40% along
OMCs 5,724 8,487 -33% -26% 35,778 17,741 102% increased Urea and DAP prices by 59% and 9%, respectively.

Chemicals 3,796 (2,523) NM 31% 20,140 32,514 -38%

" Cement sector’s earnings surged to Rs115bn up 38% YoY in FY24 mainly due to higher

Textile 3,464 798 334% 38% 12,170 9,736 25% . . . .
retention prices along with lower coal cost despite lower local offtake.

Pharmaceuticals 2,830 (454) NM -13% 10,118 5,914 71%

Engineering 1844 5360 -66% 230% 8517 11,609 -27% Other sectors like Chemicals, Engineering, Refinery, and recorded decline in earnings during
FY24 with profitability decline of 38% YoY, 27% YaY, and 25% YoY, respectively. Technology
Technology (1,705)  (978) NM NM  (5,762)  (2,086) NM ) F i
sector reported loss of Rs5.7bn in FY24 primarily led by losses of Pakistan
Refinery (5,237) 4,571 NM NM 9,415 12,577 -25% L
Telecommunication Company (PTC).
Others 17,152 15,561 10% 10% 74,075 58,699 26%
- . . o . N
Total 367,201 338,846 8%  -9% 1,657,038 1323796 25% Pharmaceutical sector witnessed a 71% YoY growth in profitability to Rs10bn, compared to

- Rs6bn in FY23, primarily due to an improvement in margins following the deregulation of
Source: Company Accounts, PSX, Topline Research . W
non-essential products and a decline in finance costs.

- In 4QFY24, profitability of KSE 100 companies increased by 8% YoY to Rs367bn in 4QFY24.

- For our analysis, we have taken 86 companies out of the total 100 companies (that have
announced their results), which represents 95% of KSE-100 market capitalization. We
estimate that adding remaining companies of Index would not materially impact profitability
growth trend.
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" KSE 100 index companies announced cash dividend of Rs666bn (+30% YoY) in FY24

E&Ps & Banks payout improved in FY24

Sectors 4QFY24 4QFY23 YoY QoQ  FY24  FY23  YoY compared to Rs512bn in FY23.
Banks 69,224 66,699 4% 8% 278,940 184,224 51% = This translates into 40% dividend payout in FY24 vs. 39% last year in FY23.
E&P 61,752 40,678 52% 445% 117,681 85,894 37% . . . .
> ! ! ! ! u Payout ratio of the E&Ps sector increased to 27% in FY24, compared to 21% in FY23,
Fertilizer 26,796 12,762 110% 14% 89,639 76,309 17% following an improvement in cash recovery of companies due to the increase in gas prices.
Foods 15,882 13,429 48% 957% 35390 25253 40% Banking sector’s payout ratio also rose from 42% in FY23 to 47% in FY24, amid record
Power 17,917 19,326 -7% 282% 40,292 57,245 -30% profitability.
C t 14,667 9,434 55% 310% 26,826 18,670 44% . . . . .. .
ements ’ ’ ’ ’ = Banking sector remained the largest contributor with dividend announced of Rs278bn in
OMCs 6872 5387 28% NM 9,186 7,585 21% FY24 followed by E&Ps (Rs118bn), and Fertilizers (Rs90bn).
Automobile 3,866 5683 -32% 45% 14,459 10,331 40%
= Banks: United Bank (UBL) remained the largest contributor in baking sector with
Chemicals 3,048 4,411 -31% 303% 10,994 16,845 -35% . i
contribution of Rs54bn followed by Meezan Bank (MEBL) of Rs48bn and MCB Bank (MCB) of
Engineering 1,767 3,151 -44% NM 3,118 4,456 -30% Rs41bn
Refinery 1,333 1,333 0% NM 1,599 1,333 20%
- AN ) .
Technology 415 _NM 0% 2993 1456 105% E&Ps: Within E&Ps sectors, Oil & Gas Development Company (OGDC) announced dividend
) of Rs43bn, followed by Pakistan Qil Fields (POL) of Rs27bn, Mari Petroleum (MARI) of
Pharmaceuticals - - NM NM 2,290 1,398 64% .
Rs31bn and Pakistan Petroleum (PPL) of Rs16bn.
Textile - - NM NM - - NM
Others 10,092 3,920 157% -4% 32,119 21499 49% = Fertilizer: In fertilizer space, Engro Fertilizers (EFERT) remained the largest contributor of
Total 237,629 186,213 27.6% 92% 665,525 512,497 30% Rs33bn followed by Fauiji Fertilizer (FFC) of Rs30bn, Engro Corporation (ENGRO) of Rs13bn,

- Fatima Fertilizer (FATIMA) of Rs11.5bn and Fauji Fertilizer Bin Qasim (FFBL) of Rs1.3bn.
Source: Company Accounts, PSX, Topline Research

- Power: Hub Power (HUBC) announced cash dividend of Rs26bn followed by Kot Addu Power
(KAPCO) of Rs7.5bn FY24.

- Food & Personal Care: Colgate-Palmolive (COLG) remained the largest contributor of
Rs14bn followed by Nestle Pakistan (NESTLE) declared dividend of Rs8.3bn. Unilever
Pakistan (UPFL) also announced the dividend of Rs7bn in FY24.

. Chemical: Lucky Core Industries (LCl) declared a dividend of Rs5.5bn followed by Engro
Polymer (EPCL) of Rs3bn and Lotte Chemical (LOTCHEM) of Rs2.3bn.
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Analyst Certification and Disclosures Topline

The research analyst(s), denoted by an “AC” on the cover of this report, primarily involved in the preparation of this report, certifies that (1) the views expressed in this report accurately reflect his/her
personal views about all of the subject companies/securities/sectors and (2) no part of his/her compensation was, is or will be directly or indirectly related to the specific recommendations or views
expressed in this report.

Furthermore, it is stated that the research analyst or its close relative have neither served as a director/officer in the past 3 years nor received any compensation from the subject company in the past 12
months.

Additionally, as per regulation 8(2)(i) of the Research Analyst Regulations, 2015, we currently do not have a financial interest in the securities of the subject company aggregating more than 1% of the
value of the company.

Rating System
Topline Securities employs three tier ratings system to rate a stock, as mentioned below, which is based upon the level of expected return for a specific stock. The rating is based on the following with
time horizon of 12-months.

Rating Expected Total Return

Buy Stock will outperform the average total return of stocks in universe

Neutral Stock will perform in line with the average total return of stocks in universe

Sell Stock will underperform the average total return of stocks in universe

For sector rating, Topline Securities employs three tier ratings system, depending upon the sector’s proposed weight in the portfolio as compared to sector’s weight in KSE-100 Index:
Rating Sector’s Proposed Weight in Portfolio

Over Weight > Weight in KSE-100 Index

Market Weight = Weight in KSE-100 Index

Under Weight < Weight in KSE-100 Index

Ratings are updated daily to account for the latest developments in the economy/sector/company, changes in stock prices and changes in analyst’s assumptions or a combination of any of these factors.

Valuation Methodology
To arrive at our 12-months Target Price, Topline Securities uses different valuation methods which include: 1). Present value methodology, 2). Multiplier methodology, and 3). Asset-based methodology.

Research Dissemination Policy
Topline Securities endeavors to make all reasonable efforts to disseminate research to all eligible clients in a timely manner through either physical or electronic distribution such as email, fax mail etc.
Nevertheless, all clients may not receive the material at the same time.10

Disclaimer

This report has been prepared by Topline Securities and is provided for information purposes only. Under no circumstances this is to be used or considered as an offer to sell or solicitation of any offer to
buy. While reasonable care has been taken to ensure that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or
completeness and it should not be relied upon as such. From time to time, Topline Securities and/or any of its officers or directors may, as permitted by applicable laws, have a position, or otherwise be
interested in any transaction, in any securities directly or indirectly subject of this report. This report is provided only for the information of professional advisers who are expected to make their own
investment decisions without undue reliance on this report. Investments in capital markets are subject to market risk and Topline Securities accepts no responsibility whatsoever for any direct or indirect
consequential loss arising from any use of this report or its contents. In particular, the report takes no account of the investment objectives, financial situation and particular needs of investors, who
should seek further professional advice or rely upon their own judgment and acumen before making any investment. The views expressed in this report are those of Topline Research Department and do
not necessarily reflect those of Topline or its directors. Topline as a firm may have business relationships, including investment-banking relationships, with the companies referred to in this report.

All rights reserved by Topline Securities. This report or any portion hereof may not be reproduced, distributed or published by any person for any purpose whatsoever. Nor can it be sent to a third
party without prior consent of Topline Securities. Action could be taken for unauthorized reproduction, distribution or publication.
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